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SI  Market  Definition 

• Integrated  solution  to  a 
multidisciplinary  information 
systems  requirement 

- Multiple  vendors 

- Multiyear  schedules 

- Prime  contractor 
assumes  full  risk 
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Overview 

• Market  forecasts 

• Issues 

• Markets 

• Competition 

• Trends 
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U.S.  Industry  Capital 
Investment  Trend 


Growth 


3.5%  Manufacturing 
4.7%  Non-manufacturing 
Source:  Nov.  1988  Commerce  Dept. 
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Systems  Integration  Market 
Forecast 


Notes: 
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Systems  Integration  Market 
Forecast 


Notes: 
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Commercial  Systems  Integration 

Project  Value  and  Expenditures 
1988-1993 


35 

30 


El  In-House 
^ Total  Contracts 
■ D User  Expenditures 


1988 


1993 
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Civilian  Versus  DoD  Expenditures 
for  Federal  Systems  Integration, 


C/3 

c 

o 


CQ 


1988-1993 


1988 


CAGR  1993 
19% 
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Systems  Integration  Market 


1988-1993  Component  Groups 


Professional 

Services 

Hardware 


0 1993  0 1 2 3 4 5 6 7 

^ 1988  U.S.  Expenditures  ($  B) 


CAGR 

(Percent) 

30 


23 
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Systems  Integration  Market 

1988-1993  Component  Groups 

Packaged 

CAGR 

77Z  1 1 (Percent) 

' 22 

Software 

Other 

po.6  j5 

Services 
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1 2 3 4 5 6 7 

0 1993 

U.S.  Expenditures  ($  B) 

W 1988 
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Trends  in  SI  Project 
Composition 


^ Hardware  Professional  Packaged  Other 

Services  Software  Services 
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Major  Buyers  Issues — 1988 

• Rising  management  expectations 

• User  demands  for  increasingly 
complex  solutions 

• Managing  the  technology  investment 

• Integration — data/applications/ 
technology 

• "Mission  Critical"  solutions 
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Vendor  Selection  Criteria 


Type 

Percent  of 
Respondents 

Industry  Experience 

86 

Application  Knowledge 

86 

Cost/Performance 

86 

SI  Experience 

79 

Project  Management  Skills 

64 
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Vendor  Selection  Criteria 


Type 

Percent  of 
Respondents 

Support  Skills 

64 

Service  Orientation 

50 

On-Site  Visits 

43 

References 

43 

Alliances 

21 
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Buyer  Acceptance  Methodologies 

Type 

Percent  of 
Respondents 

Performance  Criteria 

40 

Functionality  Definition 

26 

Simulation 

13 

Prototype/Parallel 

7 (Each) 

ProcessingAJnknown 
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Vendor  Project 
Management  Issues 

• More  critical  than  the  ratings  indicate 

• Continuity  of  vendor  project  manager 

• Managing  the  subcontractors  key 

• Use  a third  party  as  QA 

• Keep  users  involved 
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Major  Vendor  Issues — 1988 

• Potential  of  catastrophic  failure 

• Resistance  from  in-house  integrators 

• Increasing  competition — confusion 

• Competitive  exposure  through  specific 
project  alliances 

• Leading-edge  technology  risks 
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Problems  of  Alliances 

• Impact  of  environmental  forces  ($) 

• Short-term  differences  in  performance 

• Perception  versus  actual  benefits 

• Unwillingness  to  share  key  assets 

• Difference  in  culture 
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Minimize  Alliance  Failures 

• Clearly  determine  common  objectives 

• Communicate  strategy  to  operating 
people 

• Avoid  complexity 

• Insulate  alliances  from  partners 
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Key  Commercial  SI 
Market  Factors 

• Rising  demand  for  connectivity 

• Major  infrastructure  rebuilding 

• Growing  user  management  trend 

• Growing  application  complexity 
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Key  Federal  SI 
Market  Factors 

• Demand  for  productivity  improvement 

• Shortage  of  technical  staff 

• Shared  implementation  risks 

• Trend  toward  technology  upgrades 
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Expenditures  by  Industry 
1988-1993 


Discrete 

Manufacturing 

State  and  Local 
Government 

Banking/ 

Finance 


CAGR 
(Percent') 
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S'""'  23 

^^0  4 ^ 1988 
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U.S.  Expenditures  ($  Billions) 
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Expenditures  by  Industry 


1988-1993 


CAGR 


U.S.  Expenditures  ($  Billions) 


INPUT 


Notes: 


SSEM-JEF-23 


© 1989  by  INPUT.  Reproduction  Prohibited. 


INPUT 


Expenditures  by  Industry 
1988-1993 


Trans- 

portation 


0 3 0 1993 
^ 1988 


0.0  0.1  0.2  0.3  0.4  0.5 

U.S.  Expenditures  ($  BiUions) 


CAGR 

(Percent) 

25 
29 

26 


INPUT 


Notes: 


SSEM-JEF-24 


© 1989  by  INPUT.  Reproduction  Prohibited. 


INPUT 


Expenditures  by  Industry 
1988-1993 


Telecom- 

munications 


Process 

Manufacturing 


^^300 


130  □ 1993 

W 1988 


310 


CAGR 

(Percent) 

19 
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Systems  Integration  Expenditures 
by  Industry,  1988-1993 


Services 


30  □ 1993 


CAGR 

(Percent) 

37 


All  Other 


U.S.  Expenditures  ($  Millions) 


23 
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Cross-Industry  Market 
Distribution,  1988 


Cross- Industry 

$ Millions 

Total  Value 

Average  Award 

Office 

490 

6.5 

Engineering/S  cience 

428 

33.0 

Automation 

280 

13.5 

Accounting 

208 

5.2 

Others 

140 

3.4 

SI  Data  Base  INPUT 


Notes: 
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Project  Distribution 
by  Focus,  1988 


Focus 

$ Millions 

Total  Value 

Average  Award 

Data 

630 

18.0 

Networks 

405 

14.0 

Applications 

270 

8.6 

Technology 

195 

11.0 

SI  Data  Base  INPUT 
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Infrastructure  Integration 
Projects  Distribution,  1988 


Integration 

$ Millions 

Class 

Total  Value 

Average  Award 

Networks 

850 

15.0 

Office  Systems 

490 

6.5 

Factory 

280 

13.5 

Data  Bases 

96 

10.0 

SI  Data  Base  INPUT 
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Market  Share  by  Class 
of  Competition,  1988 


Vendor  Class 

Percent  of  Market 

Federal 

Commercial 

Overall 

Hardware  Manufact. 

20 

21 

20 

Commun.  Vendors 

3 

10 

7 

Professional  Svcs. 

53 

32 

42 

“Big  8" 

3 

10 

7 

Aerospace 

16 

11 

14 

Other 

5 

16 

10 
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Leading  Systems  Integration  Vendors, 
Market  Shares,  1988 


Vendor 

U.S.  Revenues 
($Millions) 

Market 
Share  (%) 

IBM 

850 

18 

EDS/GM 

505 

12 

Andersen  Consulting 

383 

9 

CSC 

345 

8 

INPUT 
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Leading  Systems  Integration  Vendors, 
Market  Shares,  1988 


Vendor 

U.S.  Revenues 
($Millions) 

Market 
Share  (%) 

Unisys 

300 

7 

SAIC 

280 

6 

Grumman 

250 

6 

Boeing 

200 

5 
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Leading  Systems  Integration  Vendors, 
Market  Shares,  1988 

Vendor 

U.S.  Revenues 
($Millions) 

Market 
Share  (%) 

CDC 

180 

4 

PRC/Emhart 

159 

3 

DEC 

140 

3 

AMS 

116 

2 
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Leading  Systems  Integration  Vendors, 
Market  Industry  Penetration 


Vendor 

Number  of 
Industries 

IBM 

11 

EDS/GM 

10 

Andersen  Consulting 

8 

SHE  Systemhouse 

6 

CSC 

5 
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Emerging  Vendor  Trends  by  Class 


Vendor 

Class 

Additional 

Capabilities 

Strategic 

Target 

Professional 

Data/ 

Vertical 

Services 

Network 

Industry 

Niches 

Software 

Prof. 

Applications 

Services 

(PS) 

Niches 
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Emerging  Vendor  Trends  by  Class 

Vendor 

Class 

Additional 

Capabilities 

Strategic 

Target 

Hardware 

Software/PS 

Full  Range 

Communi- 

cations 

Software/PS 

Network 

Systems 

Suppliers 

Data/Network 

Applications/ 

Network 
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Future  Trends 

• Entry  of  new  domestic  and  off-shore 
competitors 

• Market  "hype”  will  blur  definitions 

• Increased  centralization  of  vendor  SI 
"product"  management 

• Increased  development  of  proprietary 
technologies/methodologies 
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Future  Trends 

• Growing  investment  in  marketing/ 
promotion 

• Development  of  formal  market 
strategies  by  non-SI  vendors 

• Telecommunications  companies 
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John  E.  Frank 

Vice  President,  Federal  Programs 
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John  E.  Frank  is  a Vice  President  with  INPUT,  responsible  for  the  company’s 
Federal  Information  Systems  and  Services  Program  research.  With  special 
emphasis  on  communications  and  U.S.  Federal  Government  markets,  Mr. 
Frank’s  39-year  career  encompasses  a wide  range  of  senior  management, 
marketing,  engineering,  technology,  and  business  forecasting  positions.  Most 
recently  he  was  Director  of  Planning  and  Administradon  for  Computer 
Sciences  Corporation’s  System  Group,  with  responsibility  for  research  and 
preparation  of  mid-  and  long-range  market  plans  and  business  forecasts. 

A registered  and  professional  engineer,  Mr.  Frank  holds  a B.S.  degree  in 
Industrial  Engineering  and  Management  from  Fairleigh  Dickinson 
University  and  has  done  advanced  studies  at  George  Washington  University 
and  the  University  of  Michigan. 
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SI  Market  Definition 

♦ Solution  to  a 

Multiidiscipliiiary  Information 
Systems  Requirement 

- Multiple  Vendors 

‘ Multiyear  Schedules 

- Prime  Contractor 
Assumes  Full  Risk 
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Major  Buyers  Issues — 1988 

• Rising  Management  Expectations 

• User  Demands  for  Increasingly 
Complex  Solutions 

• Managing  the  Technology  Investment 

• Integration — ^Data/Applications/ 

Technology 

• "Mission  Critical"  Solutions 
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86 
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79 

Project  Management  Skills 

64 

Support  Skills 

64 

Service  Orientation 

50 

On*Site  \^sits 

43 

References 

43 
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21 

SISE-DT-  20 


C 10M  by  iNPI/r.  FWprotijeton 


INPUT 


RCU  by: XEROX  TELECOPIER  7010  ; 3-28-89  9:57PM  ; 


7038476872P 


4159603966; « 3 


SENT  by: INPUT  WPSHINGTON  DC  ; 3-28-89  12:59PM  ; 7038476872^  4159603966; 4 3 


Information  Systems  Issues— 
Acceptance  Methodologies 


( 


Type 


Performance  Critena 


Functionality  Definition 


Simulation 


Prototype 


Parallel  Processing^/ 


Unknown 


Percent  of 
Respondents 

40 

26 

13 

7 


5 5<5=>f 

e 1988  by  INPUT.  H*pwiicaon  ProhWtBd. 


INPUT— ^ 


8I8E-DT-  18 


RCU  by: XEROX  TELECOPIER  7010  ; 3-28-89  9:58flM  ; 


7038476872^ 


4159603966; tt  4 


SENT  by: INPUT  WASHINGTON  DC  : 3-28-89  1 : 00PM  ; 


70384768724 


4159603966; « 4 


I 


Information  Systems  Issues^ 
Project  Management 


More  Critical  than  the  Ratings  Indicate 
Continuity  of  Vendor  Project  Manager 

Managing  the  Subcontractors 
Mu&tKeep  Control — 

■-Buyer  Tendency  to  Go  around  the  Prime 

Use  a Third  Party  as  QA 
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Major  Issues — 1988 

Vendors 

• Potential  of  Catastrophic  Failure 

• Resistance  from  In-House  Integrators 

• Increasing  Competition-Confusion 

• Competitive  Exposure  through  Specific 
Project  Alliances 

• Leading-Edge  Technology  Risks 
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• Impact  of  Environmental  Forces  ($) 

• Short-Term  Differences  in  Performance 

• Perception  of  Benefits  dS  Actual  Benefits 

• Possible  Unwillingness  to  Share  Key  Assets 

• Difference  in  Culture 
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• Trend  Toward  Technology  Upgrades 
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